












































BUDGET AND FINANCE COMMITTEE MINUTES
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COUNCILMEMBER MOLINA: Right.

MR. YOUNG: --to reduce it to 2 percent, yes. Um...I'm sorry, the last part of what I was
saying is that that same column at the 30,000 where it’s 2.5 percent is at 750, the current
level at 3 percent is at 900 dollars. That’s your tax bill threshold. Correspondingly, at
the, for 600,000 dollars, we are seeing that it actually results in a, it reflects a decrease, a
larger expanse of those that would qualify for the Circuit Breaker at that median
household assessed value--the 600,000 dollars--because we're seeing a reduction in the,
in the tax bill. . largely due to the tax rate, but it’s still the same application of, those
groups of people would still qualify for the Circuit Breaker.

COUNCILMEMBER MOLINA: Okay. And finally, Mr. Chairman. ..you know, I, just
basically to follow-up on Member Tavares, being that there is no threshold, basically
anybody from any income level can qualify. You could have somebody making 500,000
dollars a year or properties valued in the millions, they can benefit from this.

... I don’t know if maybe you can answer or maybe Corporation Counsel can answer it.
It, 1s 1t appropriate to place any type of restriction on the value of property or the income
as to, you know, who can benefit from this?

MR. YOUNG: Um--
COUNCILMEMBER MOLINA: Would you recommend something like that or . . .

... you know, because | guess the intent, more the way I see it. . .you would, you would
first try to help those who are the less fortunate, who have the less resources. [ mean, I, 1
would think that would, might be one of the impetus for something like this. Am [
correct in coming that, to that. . .that assumption?

MR. YOUNG: Well, well, Mr. Molina, I, I guess L. . .1 would have to respond by, I'm not
familiar on what was the original intent when the Circuit Breaker program was created.
1, I think this Council may have a. . .may have a different intent than what it was when it
was originally created. It would largely depend on what is the intent of this Council for
the program, what it sees n the future. And I would just...you know, a lot would
depend upon what is the. . .the cap on the property values. Because you know, in all
truthfulness, there are members that are, or there are people that apply for this Circuit
Breaker program that do live on multi-million dollar property. Some of them are, you
know, the same proponents of the property tax measure that, that. . .that you folks
mentioned. So. ..

.. . you know, right now we don’t discriminate against people that live on multi-million
dollar beach-front property from, say, the homeowner who lives on land-locked Kahului
or anything. So ...
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... it, it depends on, on if you feel it’s justified to limit the benefits of the program. . .to a
select economic group in the County.

COUNCILMEMBER MOLINA: Okay. Thank you. Just thought I would ask that in case there
might be any issues of discrimination if we do hmit it to a certain select group.
And. . that’s, you know, Mr. Chairman, I think this 1s a very. . .nteresting, good
proposal. And it’s somewhat unfortunate we don’t have amongst us those who have been
sort of accusing this Council of not taking any measures to provide some type of relief. 1
guess there’s a lot of different mechanisms that we can use to provide relief. And with
the petition that’s going on out there and what’s being said about this Council, you know,
I, T was. . .I’'m somewhat disappointed that they’re not here to witness this. And I'm sure
with our media here, they will get the word out. So, anyway I wanna thank you,
Mister. . .Mr. Young, as well as you, Mr. Chairman, for bringing this consideration
before us. Thank you.

CHAIR KANE: Thank you. Member Hokama, questions or comments at this time?
VICE-CHAIR HOKAMA: ... Quest.. .questions. Thank you, Chairman.

. .. You and I know. . that people with means, financial means. . .can hire a very
good. . .accountant. . .and end up with an adjusted gross income of . . .

... below 100 percent of median or all the way down to. . .zero dollars,

... Stating that. . .and knowing that it does occur in our County also, is there another way
that we could look at the income. . .and maybe it might not be the, the adjusted gross
income as the, as the number. Is there another way that we could look at income so that
we can provide the relief to those that truly deserve it and qualify for? ‘Cause I have a
hard time on the opposite end--those with the means. . .those that have, help drive the
value of property forward. . .to pay minimum taxes. ‘Cause. . .if everything was fair--and
I know it’s not, Mr. Director--we just take the operational budget, divided by the property
owners, and again, everything’s not fair, but let’s say it is. And I think we’re looking at
about 3,500 dollars average per property for the basic operational services of this
County--whether it be for fire, police, parks, sewers, roads.

... That’s what a property, if everything being the same--and again, I'm saying it is
not--would be the average amount that they would pay this County for those services
provided. So if you’re not paying that 3,500 dollars, obviously, someone else is making
up that difference. And it’s not coming from Homeowners classification.

.. . So stating all these things that...I believe you and I through our experiences
can. . .verify easily, you have another type of, way of looking at income that you could

suggest to the Committee this afternoon?

MR. YOUNG: ... Uh, well. . .Mr. Hokama, I--
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VICE-CHAIR HOKAMA: What if vou just look at gross income? You know, if
your. . .W-2 form said 50,000 dollars before taxes, and we iake that and we do
the. . .formula or calculation, and use that . . .

... is that a reasonably fair way to look at mcome?

MR. YOUNG: Well, well, not being an accountant myself. . .I, I'm looking right now at the
1040. . .the, the 1040 tax form. And I think the points that you allude is that someone
with an astute. . .financial means or sophisticated investment practices, the adjusted gross
income, . .includes . . .

. . wages, salaries, dividends, interests. But it also includes the affect of, say, if you
owned investment property and are receiving depreciation or paper losses as a result of
those. It also removes out any. . .any IRA deductions for contributions. So the adjusted
gross income is the method--and it’s not stated in the ordinance that it has to be “adjusted
gross income”, but that 1s the practice that the Department has been applying. Because,
one, it is the most. . .it, it, it’s the easiest for us to, to review; it’s also the easiest for
taxpayers to understand; and it’s the casiest for them to, to provide. But again, if the
Council’s intent would be to further himit or. . .make more strict what the Department
would like to review--because I do understand, there 1s a lot of frustration in terms of the
Circuit Breaker being applied to people who on paper are showing adjusted gross mcome
of 40, 50 thousand dollars, but, you know, if you look at Line 7 through 10 on the, on the
1040, their income is well above...100,000 dollars. And the only way to really
determine what line are we gonna look at is maybe a little bit more clarification from the
Council in terms of what is the intent of the Circuit Breaker program. If you’re asking
for my opinion, just looking enly at the considerations of these people that you reference
that have some financial means or investment savvy...the easiest way to look at
someone’s actual income--if that’s the intent of the--is Lines. . .7 through 9. . .and maybe
mcluding any gains or losses from rental or business, within the first 22 lines of the 1040.

VICE-CHAIR HOKAMA: Mr. Young, L. . .1 know you have the form and, and by stating “Lines
7 through 9”. . .you understand what you’re telling us. We don’t have that form--

MR. YOUNG: Yeah, [, Pm sorry--

VICE-CHAIR HOKAMA: --so maybe--

MR. YOUNG: [, I just--

VICE-CHAIR HOKAMA: --maybe you can share what 7, 8,9 . ..
MR. YOUNG: Well--

VICE-CHAIR HOKAMA: ... encumbers.

- 18 -
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MR. YOUNG: --I, 1 only, I only state it because you can kind of get the sense that if you wanted
to Iimit it to only specific #ypes of income that we’re gonna review, it’s gonna get more
complex. So for mstance, Line 7 is wages, salaries and tips. That’s the one most
common, most everybody is familiar with. But then, Line 8 is stuff line taxable interest.
Line 9 is dividend income. Then, 10 is any refunds, credits, or. . .or offsets of State and
local income taxes. But then when you, you jump down to 12, it’s business income or
loss.

... And then on Line 17, for instance, it’s rental real estate income or loss. And the last
two, you can accommodate depreciation in there. So the, the, the number that is reflected
on those lines does take into account a level of depreciation. And you could show a loss
on those lines, and thereby reducing your adjusted gross income even though you had
positive cash flow. So I think that’s what, Mr. Hokama, you are referencing in terms of
this. . .for lack of a better word, finagling of the ag, of the adjusted gross income. But the
reason why the Department uses adjusted gross income is because, again, it is the most
simpler, easily accessible and easily providable by the taxpayer for us to reference.

VICE-CHAIR HOKAMA: I appreciate those comments, Mr. Director. Qur sister County, the
City and County of Honelulu has. . .a Circuit Breaker program. And I believe City and
County of Honolulu uses 2.5 percent AGL T may be wrong. I, I, I'm trying
to. . .recollect to the best of my ability at this point in the afternoon . . .(laughter). . . But 1
know they calculated the adjusted income slightly different from us. Are you, can you
share with us this afternoon what those differences are between Maui County and City
and County of Honolulu regarding the Circuit Breaker and how 1t’s, maybe, our program
15 stifl better or Honolulu has. . .a slight advantage over our program?

MR. YOUNG: T'm, I'm not as, I’'m not totally familiar with the Honolulu program ‘cause it’s
only instituted this year. I would say, though, from what [ am, what I, T do know about it,
Maui’s program is still far more generous because the City and County of Honolulu’s
one--although | believe it is 2.5 percent--if caps the credit at 200 dollars, T believe. Or, it
might be 300 dollars. It caps the credit. There is no cap on the Maui credit. If you're, if
you’re entitled to a 1,000 dollar credit, you're gonna get it. Furthermore, the City and
County of Honolulu’s requirement for Circuit Breaker, when you submit the form, you
must submit a certified copy of your tax return. Maui County doesn’t currently require a
certified copy. We merely require, you know, that you provide us a copy. The
certification is, if anything, is a little bit more cumbersome for you to obtain because you
can only obtain it from the State Tax Department. Which, 1 would mention, though, that
that might be a good idea for the County of Maui to pursue as well. Um. . .that, that’s the
only differences. Other than that, as, as far as I know, the method by which they
calculate the 2 percent is the same as Maui, because it is based on the adjusted gross
income. And I would also mention, Mr. Chair, that I stand corrected because the
Corporation Counsel has advised me that in the definition section of the Code, it does
specify that household income is. . .is defined as adjusted gross income.

-19.
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VICE-CHAIR HOKAMA: Okay. Thank you for that.

NOTE:  Silence.

VICE-CHAIR HOKAMA: ... Since we are looking at the Circuit Breaker and in the earlier
proposal that the Chair had brought up regarding exemption. . .while that reduces . . .

. . . qualified people’s tax, real property tax bills . . .

.. . comes a point--and, Chairman, if you’re uncomfortable, 1 can stop it right as soon as [
state this question. T have a concern--we have two low a minimum tax. . .amount . . .

... of 60 dollars. And so are we doing the count, onthe top . . .

... 1s1t. . .prudent of us at the same time to look at the bottom side of the spectrum and to
see does, 1s there. . .some reasonable adjustments that need to be made. . .so that on the
overall structure, we can still say it provides. . .basically, a fair. . .taxation system?

... You have any comments at this time?

MR. YOUNG: ... Well, if you look at the handout that I’ve provided regarding assessed
valuation and tax bill, you will notice that at the current tax rate, 2 dollars and 50 cents,
we're seeing the minimum tax apply to all properties that are right around 325,000
dollars in value. I will expect to see that there will be an increase in the number of
properties where therr tax bill 1s now only 60 dollars. And that’s largely properties in the
area of. . homeowners for apartments or condominiums, condominium properties
because those are gonna be valued, there are a fair number of them valued at the 325.
Now, considering your earlier comments, Mr. Hokama, regarding that government
services for every property owner. . .it, that 3,500 dollar that you mentioned is a very
simple way of calculating how, what 1s the value of government services. I recognize
that.

VICE-CHAIR HOKAMA: Exact, exactly.
MR. YOUNG: And, and that’s largely because of the 66,000 properties, we must remember that

the majority of those properties--over 45,000 of ‘em, really...are, are not n the
Homeowner’s category, they’re in the much higher category.

VICE-CHAIR HOKAMA.: Understood.

MR. YOUNG: And especially Hotels and Time Shares pay the lion’s share of the real property
tax. So, 60 dollars, in my opinion, does seem . . .

... 1t, it’s nothing, really . . .(laughter). . . in the, in the, in terms of the larger scheme.

=20 -



BUDGET AND FINANCE COMMITTEE MINUTES

Council of the County of Maui

August 1, 2006

... L I, T could not offer you an opinion as to what should the minimum tax number be.
But 60 dollars. . .is, is really low. And the only properties that we have currently on
record that really are, that hit the 60 dollar limit are those that. . .are in this less than the
325,000 dollar valuation, as well as those properties that are located on Hawaiian Home
Lands because the minimum tax does apply to them. So...t, it’s at the Council’s
discretion on whether or not what we feel is fair as far as the minimum tax goes. T cannot
offer you an...a definite amount on how, what is the number of properties that are
paying minimum tax, though, out of the 66,000 properties we have on record.

CHAIR KANE: Mr. Hokama, L. . .and so--
VICE-CHAIR HOKAMA: Thank you, Chairman.

CHAIR KANE: --uh...I think in the end we’ll have our opportunity to have that specific
discussion. I've. . .(end of tape, start 24). . . response--

VICE-CHAIR HOKAMA: Thank you.

CHAIR KANE: --because obviously it ties in, when we’re talking about this side, we gotta talk
about this side, you know, the bottom side. So. . .but I would ask that we. . .bring it back
to the upside, which is what we’re talking and, and, and working with and--

VICE-CHAIR HOKAMA: One more question, Chairman, and--
CHAIR KANE: Go ahead.

VICE-CHAIR HOKAMA: --thank you.

CHAIR KANE: No, no problem.

VICE-CHAIR HOKAMA: --And I will follow your...your ruling. And I appreciate you
allowing the Director of give a response to my, that one question.

CHAIR KANE: Yeah, no problem.

VICE-CHAIR HOKAMA: Mr. Director, since. . .the Administration did propose an original
consideration which 1s County Communication 06-78...was part of. . .the
2.5 percent. . .consideration. . .coming down from the 3 percent based on. . .continuing
certain market. . .factors such as we will not see a decrease in inventory, such as we will
not see a increase in the prime rate that affects, then, by income categories, which is the
medians. . .who can qualify for certain types of housing? Did you, did the
Administration take into account certain factors that the price of the--and again, I hate to
say “the average home price” ‘cause that’s so deceiving. . .maybe we should say the
“median home price”. . .would not decline over the next few vears or next year or five
years? Can you share some comment, if possible, please?
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MR. YOUNG: Um, well, the, there are several factors that, that went into spurring the desire to

propose lowering the Circuit Breaker threshold, One of which was that in anticipation by
industry experts that the real estate market 1s already starting to slow and that there is a
prospect that given Maui’s rapid growth and inventory in the last year and half and the
potential of in the next 2% years that there will added inventory; coupled with an already
slowing market on the mainland as an early indicator of the, of the trend here in the State
of Hawaili. . .and then, recognizing that the Council and the Administration has reduced
the tax rate for Homeowner classification to a level where the Circuit Breaker needs to be
lowered in order for more people to benefit from it; and then, on top of that, that the in,
the Council’s increase of the home exemption from 110,000 to 200,000--cause at the time
that 1 submitted this...it predates the budget, the Fiscal Year 07 budget
consideration--that the increase in the 200,000 dollar home exemption has shown
significant affect in reducing the amount of. . .the application of the homeowner’s, of the
Circuit Breaker Credit. So.. .recognizing all of those things, you know, we felt that it
appropriate to make the Circuit Breaker Credit continue to be relevant in the program,
that lowering the threshold would continue to make 1t available to the same degree of
population as it has in the past. We've, we’ve seen about a 1,000. . .to 1,100 people
qualify for the Circuit Breaker program for the last couple of years. And, and we are in a
period of increased educational. . .you know, efforts. So we’ve seen applications
improve from 2002. We, we're seeing more people qualify. And we did not want to see
that diminish because the Circuit Breaker Credit program no longer was relevant because
the tax, literally, the tax bill is so low that fewer and fewer people would qualify because
the tax bill is so low.

VICE-CHAIR HOKAMA: Right.

MR. YOUNG: So that’s why we wanted to lower the threshold to, to match that. Yeah.

VICE-CHAIR HOKAMA: Okay. Heaven forbid, but only follow-up question to what you just

NOTE:

shared now, then, Mr. Director, is . ..

. .. and we understand the swings and the cycles of property and property valuation and
revenues to the County. Comes a point where the increase inventory cannot keep up with
a negative--which 1s, let’s say, lower valuation. Something no control that we have over,
something happening globally. . .whatever reason, it’s impacting our assessed valuation.
And let’s say there’s a 20 percent drop. So it’s now. . let’s take 1t so we can do easy
math. You know, one third, 600,000 dollar house becomes 400,000 dollars for value.
You know, we, no control. When does the Circuit Breaker percentage now works
against. . .instead of for the property owner, or the, or that wouldn’t happen?

Silence,

MR. YOUNG: ... Works against the property owner? 1, I guess it would only work against the

property owner if their. . .if their tax . . .
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... In, in my opinion, it’s against, it, it would work against the, the property owner right
now because their tax bills are so low--

VICE-CHAIR HOKAMA: Uh-huh.

MR. YOUNG: --that they don’t qualify for Circuit Breaker . . .(laughter). . . because 3 percent
of their adjusted gross income is already more than, than the average tax bill. In an--

VICE-CHAIR HOKAMA: So, so stating that, Mr. Director, yeah, because now the income
doesn’t become a factor that the, the AGI, whatever . . .

... doesn’t that say something that . . .(sigh). . . what the County asks of its Homeowner
category is more than reasonable?

MR. YOUNG: I ..I would agree, and T think the Administration has, has stated as much in
prever, previous public discussions on real property tax. Again, we, we do see the value
n the Circuit Breaker program because it does protect a key segment of the population
that really need it. So I, I would say that there’s still a lot of value in there even with the
mark, what the markets will do in the future--whether it, we see a decline in the real
estate market or stabilization or continued increases, that value would still be there for the
program. So...we thought it prudent to offer the, the 2.5 percent reduction as a prudent
measure to going forward in the near term...without knowing for certain what the
markets will do. The 2.5 percent was very reasonable and prudent. However, the
Council’s desire to add, to, to further reduce it to 2 percent in a couple of years, you
know, 1, I, don’t foresee that there would be any. . .necessarily revenue problems on the
part of the County. However . ..

. .. you know, I would say that. . .that again. . .it, with, unless there, unless there is an
increase in the tax rate. . .for the citizens of Maui, the Circuit Breaker program really is
only targeting that key bottom level of. . .of our population--those who, in my opinion,
really need it. Now, understanding there, there may be a few people that are taking
advantage of it, that maybe it’s not intended. But for the bulk of them, by and large, the
people who apply for Circuit Breaker program, they, they...we, we feel that they
honestly do need it. Yeah.

VICE-CHAIR HOKAMA: T appreciate those comments. Thank you, Mr. Director. Thank you,
Mr. Chairman.

CHAIR KANE: Thank you. Member Johnson?
COUNCILMEMBER JOHNSON: Everything’s . . .(laughter). . . just about been asked, but
that’s fine. I, one of the things I wanted to find out because there was, in, it’s not on the

Committee’s agenda today, but BF-31, I was just confirming with Mr. Taguchi that that
1s along the lines of the discussion that we were having, but it was limiting the eligibility
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if your actual value of your home was a certain amount, irrespective of the underlying
land value. Because that was where a lot of the, T guess. . .potential. . .for people getting
the credit that really perhaps should not be recipients of the credit was occurring. But
there was a lot of really good data that was submitted with that. And I don’t know,
Mr. Young, if you were the one that helped prepare that data or if that was your
predecessor. Because I believe all of the information with regard to who was getting, you
know, historically, who was getting the Circuit Breaker and who wasn’t in terms of their,
I guess. . .valuations on their property. And I think it was separated between house, you
know, actual dwelling and the property. Has. . .were you the one that provided that
information or was that your predecessor?

MR. YOUNG: L..I I don’t recall. It, it would depend on when the information was submitted.
1, that does not sound familiar to me within the last two months.

COUNCILMEMBER JOHNSON: It, it was in "05. So...
MR. YOUNG: 1, I, my tenure as Finance Director began at the conclusion of 2004,

COUNCILMEMBER JOHNSON: Okay. So it may have been, it may have been within
the. . .Tax Division, though, perhaps, that that--

MR. YOUNG: Perhaps.

COUNCILMEMBER JOHNSON: --was provided. But.. .that does address some of the
concerns. With regard to the adjusted gross income, isn’t it possible for individuals who
are sole...well, not necessarily “sole proprietors”, but let’s say where they have
a. . .corporation and they are an employee of the corporation, and they establish their own
salary and they file a separate corporate return, that never enters this discussion. Is that
true?

MR. YOUNG: Uh, well. . .that is another method by which, you know, you have a sophisticated
financial scheme where not. . .financial arrangement where it’s not accurately reflected
on the 1040 for individuals. Because if you are corporate, if your, if your business entity
is incorporated or in some way a corporation where you receive a salary, you, you don’t
really, you’re not placing the income of the corporation on your individuals” 1040. And
that’s what we are looking at when we determine. . .the adjusted gross income for the
household. So that would be another arrangement like what Mr. Hokama
referenced. . .another shortfall of the, of the AGI calculation--

COUNCILMEMBER JOHNSON: Yeah, and--
MR. YOUNG: --for individuals.

COUNCILMEMBER JOHNSON: And that’s, that’s where I thmk, and it doesn’t even have to
be that sophisticated because L1LCs and people all the time. . .you know, if they live on
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ag land or whatever, they’re very well schooled in how to basically just pay themselves a
minimal amount of income and, and then the corporation basically would receive the
bulk. Now, granted there may be other corporate taxes that they do have to pay, so. . .for
me, Mr. Chair, I'm...Pm not inclined .. .(laughter). . . to look so much at, T guess
the. . .the income part of it because that is able to be manipulated. But I, I do support the
concept of lowering it. My, my personal thrust would be looking at serving those
individuals who live in properties that have aging homes on them, but whose land value
has rapidly accelerated, placing them in an awkward position where they cannot keep up
with, you know, the flippers. That is where, me, just as one of the members of this
Council is focused. So you asked earlier about where we were headed. That’s where I
see a real need--1s to look not so much at that, but if their home, if they’re living, you
know, where the dwelling 1s valued, and 1 think in my bill, BF-31, it was something like
500,000. They’re living, even if they were hiving in a, a home that were 750,000 or a
million dollar home . . .(laughter). . . you know, to me, those kinds of things. . .are where
I would wanna see some attention paid. So...I know that the other item is not on the
agenda today, so we really can’t speak about 1t, but. . .I do support. . .Mr. Young, at, at
least looking at this, the lowering of it. The other complaint that I've had, which really is
not addressed within the bill and I know you and I have spoken about it, is the timing of
when they actually qualify for the Circuit Breaker. ‘Cause many times through financial
aberrations where you don’t anticipate, let’s say, an illness which would prevent you
from getting a really good income that year, the year that they really need the Circuit
Breaker . . .(laughter). . . they don’t get it in that fiscal year, they get it in the next tax
year. And so that is one of the other complaints that I've had a really, a, a lot of
complaints about individuals saying that that lag has really not, it’s not helped them in the
year in which they actually need the relief. So that is a totally . . .daughter). . . different
subject. But...I'm supportive of this. 1 think that. . .you know, it’s fine. And,
Mr. Chair, with your, you know, I guess the, the version where we would be looking at,
let’s say even a structured lowering even more than that, I, I have no problem with that.
But I do believe that within the transmission of some of the historical data in the
other. . .Committee item, I think that’s where you mught actually find some historical
support for how this impacted and who was getting what. So, anyway, thank you.

CHAIR KANE: Thank you, Member Johnson. Any additional questions, Members, or
comments at this pomt before the Chair gives vou a recommendation? The Chair is
cognizant of the time, Members.

COUNCILMEMBER MOLINA: Recommendation?

CHAIR KANE: Okay. Members, hearing none, after listening to the discussion, the Chair 1s
willing to put forward the revised proposed bill that would. . .adjust the real property tax
Circuit Breaker Credit program from 3 percent to 2% percent, and then from 2% percent

to 2 percent, that one would begin on July 1, 2009; and filing of the communication.

COUNCIEMEMBER TAVARES: So moved.
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COUNCILMEMBER MOLINA: Second.

CHAIR KANE: It’s been moved and seconded--Members Tavares and Molina. We are in
discussion. Member Tavares, any comments?

COUNCILMEMBER TAVARES: No, I think it’s been, you know, we’ve discussed it already.
Many questions came up. Some of the questions need to, perhaps, be answered under a
different item and 1n the future so we can get what’s really some thorough discussion and
thorough mnformation regarding caps and those kinds of things. 1 think this is a step, a
good step in the right direction. And having it in ordinance form allows us to, to adjust as
our needs and our, our revenue picture presents iiself each year. So. ..l think that we are
showing that we have the. . .especially the long time and homeowner and probably some
of those working families have their well-being in mind by offering to reduce the, the
percentage on the adjusted gross income. And also, you know, the other one that we’re,
we’ll work on later. But I can see this as a step in the nght direction, Mr. Chair, and
appreciate that it’s being heard today. Thank you.

CHAIR KANE: Thank you. Member Molina, any comments?

COUNCILMEMBER MOLINA: Yeah, no, Mr. Chairman, I pretty much echo the sentiments of
Member Tavares on this. 1 think this will provide more opportunities for our citizens out
there to apply for the Circuit Breaker, which is just another tool in the box for tax relief,
Mr. Chairman. So I'm fully supportive of this measure. Thank you.

CHAIR KANE: Thank you. Any further discussion on this? Member Johnson?

COUNCILMEMBER JOHNSON: Um.. .because of the effective date for the tax year
beginning July 1%, 2009 . . .

... you know, is. . just so that 'm clear . . .

... this would be. . .the date at which 1t would actually take effect, or is that the tax year
m which they would. . .be recipients of the benefit? I wanna make that . . .

.. ({laughter). . . clear in my own mind. Because it’s not right now.

CHAIR KANE: Yeah, the, specifically, the July 1, 2009 date would be when it would go from
2 percent down to 2 percent, which is the second phase of the incremental change of the
Circuit Breaker. So we would now, by, by supporting this, it would go from 3 percent
down to 2% percent--

COUNCILMEMBER JOHNSON: Uh-huh.
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CHAIR KANE: --that would be going for the next couple of years. And then, it would
transition to the next phase to 2% percent down to 2 percent beginning July 1, 2009. So it
would be a two-year increment. . .Ms. Johnson.

COUNCILMEMBER JOHNSON: Okay. So the first phase would begin in 20087

CHAIR KANE: Yes, that is correct.

COUNCILMEMBER JOHNSON: Okay. And is that clear within the context of the bill?

CHAIR KANE: Chair believes it is, but if there’s. . .it says right here, Section 3, it would take
effect upon approval, which would. . .impact your next budget, which is the Fiscal
Year 08 budget. . .which--

COUNCILMEMBER JOHNSON: Okay.

CHAIR KANE: --starts next July of "07. For two years, July "07, July 2008, and then in
July 2009, two years later, you would have that 2% down to 2 percent.

COUNCILMEMBER JOHNSON: Yeah, ‘cause I just wanted people to understand that, the
applicability dates because already we’re in 06 now, so. . .they would be able to apply
for this in 2007 and get the credit in 2008, 1s that correct?

CHAIR KANE: That is correct, yes, That’s--

COUNCILMEMBER JOHNSON: Okay.

CHAIR KANE: --correct.

COUNCILMEMBER JOHNSON: Well, then we need . . . (laughter). . .

MR. YOUNG: Mr. Chair?

COUNCILMEMBER JOHNSON: Uh, Mr. Young is . . .(inaudible). . .

CHAIR KANE: Mr. Young, comments? 1'm sorry.

MR. YOUNG: Uh, Mr. Chair, 1, I would say that if the Council passes this ordinance before
December 31, 2006, that the first part, whereby the, the Circuit Breaker 1s reduced to
2V percent, will be applied to all applications that are, that the Department is currently
receiving as of today--

CHAIR KANE: Yes.

MR. YOUNG: --through December 2006.
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CHAIR KANE: Yes, which would apply, though, to the Fiscal Year 2008 because we are
currently in Fiscal Year 2007,

MR. YOUNG: And you are correct, Mr. Chair.

CHAIR KANE: And so that was the point that 'm trying--right now, we’re in Fiscal, it’s 2000,
but we’re in Fiscal Year 2007, which is July 1, 06 to June 30, "07.

COUNCILMEMBER JOHNSON: Right. And, and we talk in those terms . . .(laughter). . .
Mr. Chair, but I just want the public to be very clear so when any article or anything is
described, you know, when this comes to the full Council, if that could be very carefully
spelled out about when people would be able to apply for it, what’s currently in the mix,
and then the next phasing in, when that would be applicable. I understand now, you
know, let’s say. . .what these dates. . .really relate to. But if I'm just looking at it as a
regular taxpayer, somebody who’s gonna be filing for this, I'm not sure that it’s that
clear. So I just, you know, want to make certain that when the information comes. . .out
about how this will actually be applied, that we be very specific. Thank you, Mr. Chair.

CHAIR KANE: Thank you. Again, I think Mr. Young. . has provided the clarity that once we
pass this, if it does move forward and 1s favorable and goes through two readings, that
once, and Mayor signs off. . .that this ordinance will now be in effect and that any
application from now all the way ‘“til the end of this year would qualify for
this. . .2% percent. And then, in two years, they would gualify, if they apply and are
approved, down to 2 percent.

COUNCILMEMBER JOHNSON: And--
CHAIR KANE: Member Johnson, go ahead.

COUNCIEMEMBER JOHNSON: Yes, thank vou. And also with regard to the other. . .item
which I was speaking about, BF-317?

CHAIR KANE: Yes, ma’am?

COUNCILMEMBER JOHNSON: If you or the other Members, if we could at some point in
time because we’re running out of meeting time. . .that is one other area that I think we
may be able to at least have a discussion so we know where we’re going. Because if, 1f
I--and I’ll take a look at the file to sce statistically what we have there and to make sure
that it’s been updated in terms of the information, and maybe even try to get an update of
some of that. But if it’s something that the Council really wants to move forward with, I
would just respectfully ask that we try to look at perhaps that being another means where

we can capture the revenues for those individuals who really do not need that type of tax
break. Thank you, Mr. Chair.
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CHAIR KANE: Okay. Thank you very much, Member Johnson. Yes, Member Molina?

COUNCILMEMBER MOLINA: Thank you, Mr. Chair. Just a question for the, Mr. Young and
possibly even Staff. Although we don’t know what kind of impact the bill will have on
the revenues at this point in time, will we still need to consider a budget amendment,
assuming if the bill does pass, will we then need to consider a budget amendment along
the way?

CHAIR KANE: Uh, the Chair will say “no”. And the reason being it’s because the applications,
if this is approved, the applications that’s received up to December 31%, that provides the
Administration the opportunity to calculate what the impact 1s. And so when we. . .next
budget session when we come up to the verification or, or when we. . .confirm the
revenue for the County in April 19", I believe, that’s where they’ll come up with the
figure--based on the applications that were approved as of December 31% receipt of those
applications. Director, is that correct?

MR. YOUNG: Once again, you are correct, Mr. Chair.
COUNCILMEMBER MOLINA: Okay. Thank you. Ijust needed clarification.

CHAIR KANE: So we wouldn’t have to adjust the existing budget. It would be a projection for
the next fiscal year budget, which would be--

COUNCILMEMBER MOLINA: 08.

CHAIR KANE: --your FY 08 Budget.

COUNCILMEMBER MOLINA: Okay.

CHAIR KANE: Yeah.

COUNCILMEMBER MOLINA: Right. Thank you for the clarification, Chairman.

CHAIR KANE: Thank you. Any additional questions or comments for Members on the motion
on the floor?

... Hearing none, Members, this includes the filing of the communications. All in favor
signify by saying “aye”.

COUNCIL MEMBERS: Aye.

CHAIR KANE: Opposed? Let the record show it’s unanimous with two Members excused,
Members Anderson and Carroll.
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YOTE: AYES: Councilmembers Johnson, Mateo, Molina, Pontanilla, Tavares,
Vice-Chair Hokama, and Chair Kane.

NOES: None.
ABSTAIN: None.
ABSENT: None,
EXC.: Councilmembers Anderson and Carroll
MOTION CARRIED.

ACTION: Recommending FIRST READING of bill and FILING of
communication.

CHAIR KANE: Members, this will move on to the full Council as a recommendation. With
that, we have no further items on the agenda. Couple of notes, Members. To
Member Tavares, on your request regarding the information that I referenced in my
opening remarks on this item, we will see 1f there’s someplace where we can have it put
with, with respects to a, a taxation question and have these articles either forwarded to the
individual Members for their perusal or we can have it put into...perhaps another
standing item in the Budget and Finance Committee. And we will send out a note to each
individual Member where they can find that information. But either way, we’ll make
sure that you are notified of where that information is of you. Second, Members. . .as
stated, the intent of your Chair is to bring back Item Number 87. And then,
finally. . .well, we’ll cross that bridge when we get to the next one. So I'll leave that
open. And then for Member Johnson, I know you’ll do some follow-up on Budget Item
31--

COUNCILMEMBER JOHNSON: 31.

CHAIR KANE: --if you can, perhaps, go see what updates, if any are needed for that. Please
communicate with our Staff--

COUNCILMEMBER JOHNSON: Iwill

CHAIR KANE: --and we’d be more than happy to entertain it being on one of our upcoming
agendas for discussion.

COUNCILMEMBER JOHNSON: Okay. Thank you.

CHAIR KANE: Okay, Members, any further questions or comments? Hearing none, this
Committee meeting for August 1%, 2006 of the Budget and Finance Commiittee is
adjourned . . .(gavel). . .
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